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Introduction

An audit is a type of inspection. A poverty audit looks in particular at the types and amounts of poverty and/or wealth in a particular place. It also examines the working theory about how to reduce poverty and the results of trying to put the theory into practice. 

This article looks first at some of the main issues which a poverty audit should address and goes on to look at the why and the how of systems for ranking poverty. The results of the ranking can be used to compare different areas or to record changes over time in a given area.
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Reference: CGAP (2001)Guidelines for Determining the Depth of Outreach and Poverty Impact of Microfinance Institutions. http://www.cgap.org/assets/images/POVERTY%20AUDIT%20REVISED.doc 

Five sets of Issues

If poverty is to be reduced then (a) policies have to have a poverty focus and (b) a broad range of institutions and organisations have to be effective in turning the policy into practice. This means that a full poverty audit will look not only at the theory and targets behind the policy - it will also look at the details of how these are put into practice so as to benefit the poorest of the poor.

CGAP reckons that there are five sets of issues which have to be covered during a full poverty audit:

Issues in Poverty Auditing

	
	Issue
	Guiding questions

	1
	Understanding of poverty and vulnerability
	· To what extent do the people involved have a good understanding of the causes of the different types of poverty?

· How well do the policies reflect the needs and preferences of the poorest people?

	2
	The Vision
	· What is the organisation/group trying to do? 

· To what extent are the Executive Officers and the Board committed to the vision?

	3
	Targeting Strategy
	· How do the targets reflect the poverty focus of the vision? 

· Do the targets reach out to the very poorest people?

	4
	Staff-client relations
	· How well do staff and clients interact?

· How do staff respond to client problems/ crises?

	5
	Changes in client well being
	· Does the programme make a deliberate attempt to measure the impact of what it does?

· To what extent has poverty been reduced amongst those who take part in the programme?


(Note: the CGAP document includes a set of more detailed questions which are aimed specifically at Microfinance Institutions.)

The information needed to address these issues can be collected in four ways:

1. read what has already been written about the project and the area

2. gather the facts and statistics that are available

3. gather the thoughts and feelings of top officials and field staff

4. gather the thoughts and feelings of the clients (the poor people themselves)

Poverty Profiles

The methods mentioned earlier are included in the three-into-one approach to poverty auditing which is outlined in “Auditing Poverty in Tanzania – a joint approach at local government level”. There are three separate profiling processes and each profile includes a predefined set of questions. The sets of questions were designed to make sure that the people who were drawing up the profiles remembered to ask about all the relevant issues.

Three types of poverty profile

	
	Participatory Poverty Profiling (PPP)
	Policy & Governance Profiling (PGP)
	Ward Statistical Profiling (WSP)

	Who will provide the information?
	Ordinary people
	Councillors, chief executives and heads of sectoral departments
	Ward Executive Officer and Village Executive Officer

	What type of information do we want?
	People’s feelings and understanding about the economic, social and governance factors that affect their situation.
	Information about poverty policy, governance, council regulatory regimes, and assets of the poor
	Statistics on population & for the various key sectors – education,

health, agriculture, water and employment.

	How will we gather the information?
	People take part in group discussions which use a range of PRA techniques 
	Key officials respond to a pre-designed questionnaire
	Officials enter data in a pre-designed profile sheet
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Breadth, depth and changing patterns of Poverty and Well-being

We need to find out if our programmes are really helping the extremely poor people. The best way to do this is to ask them. But, to do this systematically and in a way that is statistically relevant, we need to have a process such as Participatory Wealth Ranking. This involves three steps:

· local people develop a scale so that they can give a number to individuals and/or households which indicates their level of poverty

· local people use the scale to rank the individuals and/or households in the target area 

· over time people measure the extent to which the levels of poverty changes amongst the different ranks

Poverty is a complicated topic with many variations. There is no absolutely correct way to make a scale to measure it. But experience from various parts of the world suggests that the following framework is a useful starting point for discussions about local variations on the themes.

A scale for poverty ranking

	
	Hard core poor
	Poor
	Vulnerable non poor
	Rich

	What is the source of income?
	
	
	
	

	What is the level of income?
	
	
	
	

	What is the pattern of food consumption?
	
	
	
	

	How do people cope with emergencies?
	
	
	
	

	What kind of household assets do people have (eg radio, bicycle etc)?
	
	
	
	

	What kind of housing?
	
	
	
	

	What kind of land use or ownership?
	
	
	
	

	How are people involved in public decision making?
	
	
	
	


The idea is to get local people to give examples to put in the various boxes in the above table. When the scale has been created the next task is to use it to describe all the different households in the target area and therefore to rank them in terms of poverty/wealth. 

Changes in the wealth ranking of particular households can then be noted over time and the causes of the changes can possibly be linked to the poverty reduction strategies that have been tried. This is a very good way of measuring the impact of a pro-poor programme at the local level.

A participatory wealth scale

The Participatory Poverty Profile (PPP) which was mentioned earlier includes a section for asking ordinary people to define the different types of poverty in their local area. The results from Mtwara are presented here.

Participatory wealth scale for Mtwara

	Extremely poor
	Average

	· A person in total despair

· Cannot satisfy himself/herself with basic needs, e.g. food, clothing and shelter

· Depends on others for alms as a beggar

· Does not choose employment and can do any work in order to earn a living

· Does not know where to begin and how

· Does not own any piece of land or any other resources

· Gets one meal a day

· Income does not satisfy basic needs

· Invalids with little thinking capacity

· Is illiterate

· Is not employed or self-employed

· Is not relied upon by the community or relatives

· Is susceptible to death when any problem occurs
	· Can afford to pay development levy

· Can manage his own life but cannot employ

· Capable of acquiring basic needs

· Has a moderate family

· Has capacity to educate children

· Has option to select work

· Is adequately educated

· Is employed

· Knows where to begin

· Knows where to get assistance

· Owns house, farm, livestock, radio for family  



	Poor
	Rich

	· Additional services apart from food, clothing and shelter are unavailable

· Always in trouble during crisis 

· Can afford primary education for his children

· Does not have any assistance

· Has many children

· Has very little education

· Is a drunkard

· Is capable of working but does not have the resources

· Is destitute

· Is lucky to get three meals a day

· Is not sure of his future's well-being

· Owns a dilapidated house

· Owns a piece of land for staple food products which is unsatisfactory

· Sole income earner in a big family

· Unsatisfactory basic needs
	· Can employ others 

· Can send children to private schools

· Capable of planning his way of living

· Children are well mannered

· Does not seek assistance

· His children are not in need

· Is adequately educated

· Is cheerful in conversation

· Is not dependant on cashew nut selling season

· Owns a bank account

· Owns a car, radio and telephone

· Owns a decent house with gate and door bell

· Works hard




Information from this kind of scale can be used to design a household poverty profile for use in a particular place. There is an example of such a scale on the next page.

Household Poverty Profile

The level of poverty in a particular household can be measured using the following profile sheet. For each characteristic tick the box that best describes a particular household. 

A rich household will have most ticks at the right hand side of the profile while an extremely poor household will have most of the ticks at the left hand side.

	
	Level of poverty

	
	Extremely Poor
	Poor
	Well-to-do
	Rich

	Acres of land
	0 to 0.5
	0.5 to 2
	2 to 5
	more than 5

	Type of house
	Grass/reed
	Grass/reed
	Bati/brick
	Bati/ brick

	Years of education
	0
	0 to 4
	4 to 10
	10 to 14

	Income level
	lowest 20%
	20 to 40 %
	40 to 80%
	top 20%

	Trading activities
	none
	small hawker
	frequent
	significant

	Labour status
	hire out
	hire out /self sufficient
	self sufficient/ hire in
	hire in

	Food status
	chronic deficit
	seasonal deficit
	break even/ surplus
	surplus

	Health
	precarious
	poor
	good
	excellent

	Social Capital
	exhausted
	occasional
	mutual
	good

	Credit worthiness
	unavailable
	unavailable
	available
	excellent

	Consumer durables
	insignificant
	insignificant
	adequate
	ample

	Assets
	insignificant
	insignificant
	some
	significant

	Livestock
	none
	a few
	0 - to 10 cows
	more than 10 cows


Note: this profile is similar to the ‘Scale for Poverty Ranking’ which was mentioned earlier but it has been adapted to suit a particular local situation. 

Household poverty profiles such as these can be used to compare the level of poverty in different areas or to record changes in the level of poverty in a given area over time. The technique can be particularly useful in finding if a particular poverty reduction programme is in fact reaching the poorest people.

This section draws ideas from the Consultative Group to Assist the Poorest (CGAP) (� HYPERLINK "http://www.cgap.org/" ��http://www.cgap.org/�) and in particular from an article (see below) that offers guidelines to consultants who try to figure out how effectively a particular Micro Finance Institution is addressing issues of poverty and catering to the needs of the very poor.
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